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OPINION LETTER
PLANT CLOSINGS: THE BUSINESS VIEW
Clifford L. Jones*
Plant closings, temporary shutdown, and mass layoffs are a normal-although very traumatic-product of a largely free enterprise
system. In a dynamic economy, even one that is growing, it is
inevitable that some plants will become obsolete, consumer demand
for certain products will cease, or competitors will employ greater
efficiency and/or quality, thereby necessitating a shutdown of an
existing facility. While these shutdowns are inevitable, that does not
make them any less traumatic for the enterprise that owns the facility,
the workers who work there, or the surrounding community. Economic hardship ensues for all of these groups as a result of a plant
shutdown. There are many complex factors which can contribute to
a plant closing or drastically reducing its output. Products can become
obsolete. For example, there are no Olonger any manufacturers of
manual typewriters. The plant itself can become obsolete. Foreign
and domestic competition may force a plant to close down, or
changing technologies and changing consumer tastes may also render
a plant no longer useful. High costs, mergers and acquisitions,
divestiture, government actions and policies, and poor business judgement are other factors which may influence a mass layoff or a
shutdown of a plant. Of course, these are just a few of the causative
factors which may be involved in any plant closing.
Plant closings are primarily the result of other larger changes in
the economy and in the life of businesses. In a free market, there
will be a continuing shift or movement of capital; companies will
merge, consolidate or automate; consumer demand for products and
services will change and affect those who supply; financial and other
economic influences will continue to be reflected in the marketplace;
and world trade patterns will continue to impact on business and
industry. In a dynamic economy, plant closings are as integral a part
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of the economic process as plant openings. While authority for
decisions concerning the closings of plants is properly vested with
management, there is unquestionably also a corresponding management responsibility for mitigating the impact of such occurrences on
the affected workers.
While no specific course of conduct will be appropriate for all
industries and employees, whatever is done must not be counterproductive. Due to the great diversity of Pennsylvania business, its
products, size, markets, and financial conditions, there is no single
set of procedures which can be practicable for all. Each company
can best evaluate those things it is capable of doing for all its
employees adversely affected by economic changes. Of course, the
ultimate solution to the problems surrounding business closings is
the creation of new employment opportunities and the retention of
a positive economic climate.
The business community will continue to resist legislation that
imposes punitive sanctions on employers. To take punitive action
against a company which may already be in difficulty will serve no
purpose to address the "cause," nor resolve the employee or community problems that result. Such legislation, in fact, could actually
deter others from the Commonwealth who might otherwise locate in
Pennsylvania.
We oppose plant closing legislation of the type now pending at
the federal and many state levels, on the grounds that it duplicates
what is being done voluntarily or through mandatory collective
bargaining, and because it would aggravate rather than ameliorate
the basic economic problem involved.
However, there is broad general agreement that business management has a responsibility to affirmatively assist workers who are
displaced as a result of significant reductions in the workforce. The
Pennsylvania Chamber of Business and Industry encourages member
companies and the entire business community to minimize the consequences of plant closings to the workers and community, by
voluntarily following a broad list of Plant Closing Guidelines. They
represent the best practices of responsible companies. We believe that
they are gaining widespread acceptance and support throughout the
state. A reasonable maxim for all may be found by asking the
question," If I were being laid off, how would I wish to be treated?"
In following that maxim, the guidelines listed below are intended
to be used, in whole or in part, by individual firms as their particular
circumstances permit. The guidelines are as follows:
NOTIFICATION: A business contemplating a plant closing or
substantial layoff should provide the longest practicable notice to the
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employees and the community, consistent with proper regard for the
interests of the company and employees. Circumstances differ widely
from one business to another. Where management can control timing,
the greatest amount of notice should be given to facilitate employees'
transition from one career or business to another.
COMMUNICATIONS: Employers have an ongoing responsibility
to communicate with their employees and community officials on
issues that may affect their workforce or their communities. Regular
ongoing communications can underscore these groups' commonality
of interests, emphasize a company's strengths, and create a shared
understanding of circumstances. Communication with employees is
particularly important in a plant closing or layoff situation. It is then
that employees feel a sense of loss and frustration. Good communications about business conditions, benefit eligibility, and job market
information will result in a more informed and a more understanding
workforce.
EMPLOYEE/COMMUNITY INPUT: If there is a chance at all
of a shutdown or a layoff being avoided, the company can seek
input from employees, as well as the community itself. These sources
may prove to be a valuable resource to the company by suggesting
ways to save the business and jobs. Employees can be very creative
when faced with a possibility of losing their livelihood.
SEVERANCE PA Y: Employees may receive some sort of severance
pay based on such factors as years of service, compensation level,
level of responsibilities, and payments from outside sources. The
amount of severance pay is, of course, dependent upon the financial
strength of the company.
BASIC HEALTH CARE: Basic coverage may be continued for a
reasonable length of time. This will vary with the financial strength
of the company. If the company cannot continue to pay for health
benefits, efforts should be made to find other funding methods.
OUTPLACEMENT SER VICES: Special outplacement services and
career continuation workshops should be provided, either by the
company or the state employment service. Such assistance can include
counseling of workers, job fairs, and the identification of possible
job vacancies. Impacted employees should be strongly encouraged by
management and labor leaders to take advantage of outplacement,
retraining and cross-training programs.
INTRA-COMPANY TRANSFERS: The possibility of transferring
affected employees to other company locations should be fully explored. The company should consider assisting the employee in
relocation. Consideration should also be given to priority hiring of
affected employees at other locations.
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EARL Y RETIREMENT INCENTIVES: Some employees may prefer to retire early, rather than be laid off, relocated or retrained.
Special incentive to long service employees to encourage their early
retirement can be considered.
RETRAINING: The company should explore retraining employees
in skills required for other jobs within the company or elsewhere in
the job market. Efforts should be made to utilize the services and
resources of JTPA (Joint Training Partnership Act), the Commonwealth's Customized Job Training Program, and Trade Adjustment
Assistance provisions to offer retraining. Special use of public and
private facilities should be considered for this retraining.
COMMUNITY RELATIONS: The company can work with the
community to redeploy the closed plant. Such efforts could include
assistance in creating and operating a local economic development
program; informing state and private economic development agencies
of the potential uses and availability of the facility; or the sale of
the business. A mailing to other local firms listing the names and
skills of the affected employees should be considered.
These recommendations are a compilation of the various elements
of programs in industry today. They are designed to assist people in
re-establishing themselves in our economic society. Employers have
an obligation to assist their workers when they are impacted by
significant reductions in the workforce. Simply stated, the goal is to
assist displaced individuals in making the transition to new employment. The goal is best accomplished when good faith and cooperation
exist among employers, employees, labor unions, business associates,
and government. All groups have a responsibility for developing and
maintaining an atmosphere of mutual trust, respect and candor.
Certainly, many things can and should be done to ameliorate the
adverse impacts of a plant closing. Where we get into problems,
though, is when we attempt to legislate permanence of existing
facilities. Legislation has been proposed at the federal, state and
local levels for many years to prevent the shutdown of plants, or to
provide a mandatory prenotification of employees, extension of health
benefits, severance pay and other benefits that may not be provided
in all situations.
Such legislation does not recognize that each situation is unique;
that each plant closing or layoff must be dealt with on an individual
basis. By making it more difficult for companies to respond to
changing economic needs-to changing competition-we make our
businesses less able to compete in the world marketplace. Besides
making it harder for companies to respond to changes in consumer
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demand and competitive conditions, these types of proposals would
systematically raise business costs. The point often missed by proponents of this legislation is that restrictions on plant closings would
be also restrictions on plant openings. Our economy is best served
by policies that encourage profitability, productivity, and efficiency.
These are requirements for survival in a competitive world economy.
Plant closing legislation would be a clear signal to companies to open
their plants anywhere but here.
For a financially troubled business, particularly a small business
trying to regroup from some major setback, plant closing requirements could sound the death knell-bankruptcy. In some situations,
a lengthy advance notice of the closing or layoff could jeopardize
attempts to restore the plant to profitability by scaring off purchasers,
and making suppliers less willing to work on a credit basis. New
investments, refinancing, or mergers would also be jeopardized.
Plant closing proposals could hamper competitiveness by delaying
the phase-out of old products, plants and processes ultimately resulting in a loss of jobs. These proposals would not save jobs in the
aggregate, but would rather save existing jobs, at the expense of
newly created jobs.
Let's give our economy the ability to respond quickly and energetically to changing situations. Let's not handcuff our business
decision-makers when they are trying to compete with products
manufactured in South Korea, Brazil, Taiwan and Singapore. Mandatory requirements that would prevent a plant from being closed
should be rejected in favor of measures to assist those who have
been displaced-through no fault of their own-to reenter the workforce.

